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ABSTRACT 
The Haier Group has widely been recognized as one of the major successful stories of 
China's shift to a market economy. This study examines the relationship between its 
diversification strategy and firm performance. 
In Chapter 1, we introduce Haier's History and assess its overall performance. In Chapter 
2, we discuss both related and unrelated diversification; the way to create value; and the 
factors influencing the use of related or unrelated diversification. In Chapter 3, we 
investigate the history, motivation and strategy of Haier in both its related and unrelated 
diversification. We also analyze the outcomes of its related and unrelated diversification. 
Meanwhile, we try to identify some possible reasons for its success in its related 
diversification as well as its failure in its unrelated diversification. In Chapter 4, we 
conclude and present some suggestions for Haier or Haier-like companies to conduct 
corporate-level strategies in the future. 
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Qingdao Haier Group did not come to substance in one day. Qingdao Refrigerator was 
first incorporated in 1984 and initially produced household refrigerators, then 
subsequently merged with Qingdao Electroplating Factory to form Qingdao 
Microwave Electric Appliances Factory in 1988. It merged again with Qingdao Air 
Conditioner Plant and Qingdao Freezer General Plant in 1991 that Haier came to the 
real being. 
The success of Haier did not come all on a sudden, however, it was teetering at the 
brink of bankruptcy while director Zhang Ruimin first came into place from the 
former deputy manager of Qingdao Home Appliance Company. Over 20 years' 
persistent endurance of hardship, Haier has finally evolved from a local small fragile 
company to a local giant as well as a transnational company which has been well 
recognized by the world community. 
It is difficult to imagine how diversified Haier's products are. Haier now manufactures 
a wide range of household electrical appliances in 96 categories with 15,100 
specifications and exports products to more than 160 countries. In 2003, Haier's 
global sales hit RMB80 billion and Haier brand topped all Chinese trademarks at a 
nationwide survey. Undoubtedly Haier has conquered the China's home appliances 
market and affirmed its leading position in manufacturing white household appliances. 
Haier's current domestic market share for refrigerators, freezers, air-conditioners and 
washing machines is around 30%. 
However, Haier aims not only at its China's local market, but also at international, 
markets. Haier products are sold in 12 out of 15 European chain supermarkets and 10 
America's. It has established 18 design institutes, 10 industrial complexes, 22 
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overseas production factories and 58,800 sales agents worldwide. Most of its staff in 
design, production and sales facilities in the United States and some European 
countries are local employees. In early 2004, Haier was named one of the world's 100 
most recognizable brands in a global name brand list edited by the World Brand 
Laboratory, one of the world brand evaluation organizations. As the only Chinese 
brand on the list, Haier was ranked 95th after such household names as Coca-Cola, 
McDonald's and Nokia. And the latest Euro-monitor statistics on company sales show 
that Haier is fifth among the global white goods manufacturers with the largest world 
market brand share for refrigerators. 
In order to transform a local company to a transnational giant，Haier has to implement 
its globalisation strategy effectively which it has not acquired during years of 
operations. The way Haier has put it through to global markets is to establish 
multilateral cooperation with many international rivals. In early 2002, Haier signed 
agreements with Sanyo and SAMPO for a win-win development and benefited 
utilizing joint investments and combined resources. 
In March of 2002, Haier unveiled its American headquarters in the landmark 
neo-classical building, the former offices of the Greenwich Savings Bank, on 
Broadway, Manhattan, New York, an indication that Haier had moved into a new 
phase for globalization of product design, manufacture and sales and had a strong 
determination for a long-term development in the United States. In mid 2003, Haier 
erected an electric billboard in the shopping district of Ginza, Tokyo, symbolizing that 
Haier's determination to reach Japanese marketplace. 
Today, Haier is recognized worldwide. The latest Euro-monitor statistics on company 
sales show that Haier is fifth among the global white goods manufacturers with the 
largest world market brand share for refrigerators. On the list of the most respected 
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global companies 2002 issued by the Financial Times, Haier was placed first. 
Despite its current success, Haier has been facing the challenges brought by 
E-commerce and China's accession to the WTO. Haier began a management 
restructuring program in 1998 backed by the efficient Haier market-chain system and 
order process performance, focusing on improved information dissemination for 
contract performance, logistics, capital investment, after-sales services and inventory 
and operation cost reduction. Haier's production and management system 
restructuring has enabled the company to diversify using internal and external 
resources. Haier worldwide logistics, distribution and manufacturing facilities ensure 
customer satisfaction through their efficient operations. In 2002, Haier further 
diversified into other different sectors of home integration, telecommunications, 
software and financial services. Haier was authorized by the central government to 
organize and supervise the preparation of four Chinese technical standards. 
Haier's management philosophy and corporate culture are admired and become the 
subject of research by overseas scholars. Haier's achievements and experiences have 
been incorporated into the archives and used as MBA teaching material by Harvard 
University, the European Business College and Lausanne Management College. 
1.1. Overview of Haier's Performance 
In spite of Haier's tremendous success, its shareholders' response is not aligned with 
Haier's continuously improved performance. Haier's stock price and Shanghai A 
composite index are compared in Chart 1.1” which indicates that Haier was 
underperformed during 10 years' period of time. 
In Chart 1.1，it can be observed that Haier's stock price grew 300% in July 1997 when 
compared to its benchmarking value in March 1994. This could be due to the positive 
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sentiment of peaceful and successful handover of Hong Kong to China. However, 
Haier's stock plummeted 55% from RMB28.6 to RMB13.0 after 1997 until 1999 
while in the same period, Shanghai A composite remained flat and moved between 
1500 and 1120, a 25% decrease only. Shanghai A composite is less volatile and more 
stable than Haier's stock price. 
There is a mild rebound of Haier's stock price and Shanghai A composite after mid 
1999. Nevertheless, shareholders seem to be intimidated by Haier's aggressive 
diversification posture, which specifically affect its return versus market risk of the 
index. According to Haier's official website, it has the following news on 15 June 
2000: 
The "21th Century Forum" of the Chinese People's Political Consultative Conference 
was opened in Beijing. The CPPCC chairman and president of the forum Li Ruihuan 
presided over the opening ceremony and Premier Zhu Rongji delivered a speech. 
Upon invitation, Haier CEO Zhang Ruimin attended the forum and made a speech 
entitled "Haier Marching Toward the World". Focusing on five issues including 
"quality internationalization", "product differentiation", enterprise localization", 
"network internationalization" and "culture integration", the speech drew the attention 
of the participants. 
In the next few days, Haier's stock price slumped almost 18% from RMB 22.6 to 
RMB 18.7 while at the same time Shanghai A composite remained flat between 2063 
and 2013. After that, Haier's stock continued to fall while Shanghai A rebounded for a 
few months. 
After mid-2000, Haier's stock price continued to fall until recently. From 7 March 
2000 to 6 June 2004, Haier's stock price fell from its peak at RMB 26.41 to RMB 8.54, 
a nearly 68% decrease, while at the same time Shanghai A composite fell from 1804 
4 
to 1467，a decrease of 19%. 
It is argued that stock is more volatile than the index as its risk is relatively high. 
However, what makes a well diversified, China's top performing and best admired 
brand name company to have a lower than average return? Has Haier exposed to 
specific risks that twisted its perceived value of investors and shareholders? 
Since we cannot find detailed financial data for Haier Group, we have to focus on 
Qingdao Haier, which is the publicly listed company and of which Haier Group is a 
major stockholder. We want to reflect the Group's strategy by exploring the listed 
company with the name of Qingdao Haier. Table 1.1 presents Haier's business activity, 
financial liquidity, profitability and leverage ratios. 
Although all the above ratio analyses provide a positive financial status of Haier, the 
profitability ratio tells us a different story. Possibly due to fierce competition among 
home appliances manufacturers in China, profitability of Haier was hindered during 
last 5 years. Gross Margin decreased from 9.08% in 1999 to 5.20% in 2003, which 
constitutes 42% decrease. 
Another barometer of profitability is the operating margin which provides information 
about Haier's profitability from the operations of its core business excluding the 
effects of investments\ f i n a n c i n g � and tax position. The result of this ratio coincides 
with gross margin in which it decreased from 10.20% in 1999 to 4.23% in 2003， 
representing a 59% decrease. 
The Haier's profitability really makes shareholders worrying as this could be one of 
major reasons that contribute to the dive of its share price. The reasons lead to the 
declining profitability could be the aggressive and hostile price cutting on the 
electrical household appliances among the competitors in this industry. The appliances 
1 Income from affiliates or assets sales 
2 Interest expense 
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become commodities and the profit margin becomes very thin as companies target at 
expanding sales volume. 
The ROE of Haier was worsening again. This resulted from the low growth rate of its 
business due to low profit margin in the home appliances industry. This could be one 
of major reasons explaining the declining share price of Haier. 
Therefore, did Haier really perform well based on its diversification strategy or was it 
just the good wish of the government and public? We try to seek the answer. First, we 
review the literature on product diversification. Then, we focus on Haier ’s 
diversification strategy using financial data to analyze the outcomes of its 



























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































There are two major types of diversification: related and unrelated diversification. 
Related diversification is diversification into a new business activity that is linked to a 
company's existing business activity by commonality between one or more 
components of each activity's value chain. Normally, these linkages are based on 
manufacturing, marketing, or technological commonalities. Unrelated diversification 
is diversification into a new business area that has no obvious connection with any of 
the company's existing areas. 
The diversified company can create value in three main ways: (1) by acquiring and 
restructuring poorly run enterprises, (2) by transferring competencies among business, 
and (3) realizing economies of scope. 
Acquisition and restructuring can be considered unrelated diversification because the 
acquired company does not have to be in the same industry as the acquiring company. 
The acquiring company normally takes great initiative to restructure the acquired one. 
First，the acquiring company usually replaces the top management team of the 
acquired company with a more aggressive top management team. Second, the new 
top management team is encouraged to sell off any unproductive assets to reduce 
staffing levels. Third, the new top management team is also encouraged to intervene 
in the running of the acquired business to find the ways of improving the unit's 
efficiency, quality, innovativeness, and customer responsiveness. Fourth, the new top 
management team and other employees of the acquired unit are motivated, linking 
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their pay to their performance of the acquired unit. In addition, the acquiring 
company often establishes performance goals for the acquired company. In particular, 
it also makes the new top management aware that the failure to achieve performance 
improvements consistent with these goals within a given period of time will probably 
result in the loss of their jobs. This system of rewards and punishments established by 
the acquiring company gives the new managers of the acquired enterprise every 
incentive to look for ways of improving the efficiency of the unit under their charge. 
But the strategy has its critics. Some contend that constant pressures to meet 
challenging performance objectives within such companies can lead to short-run 
profit maximization and risk avoidance by business unit managers. Moreover, the 
arms-length relationship between the corporate headquarters and business unit 
management, common in such enterprises, allows this type of behavior to go 
undetected until a good deal of damage has been done. 
Companies that base their diversification strategy on transferring competencies seek 
out new businesses related to their existing business by one or more value-creation 
functions-for example, manufacturing, marketing, materials management, and R&D. 
They may want to create value by drawing on the distinctive skills in one or more of 
their existing value-creation functions in order to improve the competitive position of 
the new business. Alternatively, they may acquire a company in a different business 
area in the belief that some of the skills of the acquired company can be used to 
improve the efficiency of their existing value-creation activities. If successful, such 
competency transfers can lower the costs of value creation in one or more of a 
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company's diversified businesses or enable one or more of a company's diversified 
business to undertake their value-creation functions in a way that leads to 
differentiation and premium price. 
Economies of scope arise when two or more business units share resources such as 
manufacturing facilities, distribution channels, advertising campaigns, R&D costs, 
and so on. Each business unit that shares resources has to invest less in the shared 
functions. In addition, such a strategy can effectively utilize the capacity of certain 
functions. By producing the components for the assembly operations of two distinct 
businesses, for example, a component-manufacturing plant may be able to operate at 
greater capacity, thereby realizing economies of scale in addition to economies of 
scope. Thus a diversification strategy based on economies of scope can help a 
company attain a low-cost position in each of the businesses in which it operates. 
Diversification to realize economies of scope can therefore be a valid way of 
supporting the generic business-level strategy of cost leadership. However, like 
competency transfers, diversification to realize economies of scope is possible only 
when there are significant commonalities between one or more of the value-creation 
functions of a company's existing and new activities. Moreover, managers need to be 
aware that the bureaucratic costs of coordination necessary to achieve economies of 
scope within a company often outweigh the value that can be created by such a 
strategy. Consequently, the strategy should be pursued only when sharing is likely to 
generate a significant competitive advantages in one or more of a company's business 
units. 
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The strategy of related diversification is the most common strategy which needs to be 
undertaken at a moderate or high level. 
When the links between the diversified firm's businesses are rather direct, a related 
constrained diversification strategy is being used. By doing so, the diversified firm 
shares a number of resources and activities between its businesses. 
The diversified company with a portfolio of businesses with only a few links between 
them is using the related linked diversification strategy. Compared with those related 
constrained firms, the related linked firms usually share fewer resources and assets 
between their businesses, concentrating on transferring knowledge and competencies 
between the businesses instead. 
One issue that a company must resolve is whether to diversify into businesses related 
to its existing business by value-chain commonalities or into totally new business. A 
related company can create value by resource sharing and by transferring 
competencies between businesses. It can also carry out some restructuring. Since 
there are no commonalities between the value chains of unrelated businesses, 
unrelated company cannot create value by sharing resources or transferring 
competencies. Unrelated diversifiers can create value only by pursuing an acquisition 
and restructuring strategy. 
Thus it pays a firm to concentrate on related diversification when (1) the company's 
core skills are applicable to a wide variety of industrial and commercial situations and 
(2) the bureaucratic costs of implementation do not exceed the value that can be 
3 Strategic Management-competitiveness and Globalization by Hitt, Ireland, and Hoskisson 
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created through resource sharing or skill transfers. The second condition is likely to 
hold only for companies that are moderately diversified. At high levels of related 
diversification, the bureaucratic costs of additional diversification are likely to 
outweigh the value created by that diversification, and the strategy may become 
unprofitable. By the same logic, it may pay a company to concentrate on unrelated 
diversification when (1) the company's core functional skills are highly specialized 
and have few applications outside the company's core business; (2) the company's top 
management is skilled at acquiring and turning around poorly run businesses; and (3) 
the bureaucratic costs of implementation do not exceed the value that can be created 
by pursuing a restructuring strategy. Similarly, the third condition is unlikely to hold 




Usually, a company will expand by either concentration or diversification. The 
company that chooses a concentration strategy will focus on only one main product or 
several closely relate products. The aim is to become biggest or strongest in the 
specific industry. Most likely, the firm can make profits by taking advantage of its 
leading place or economies of scale. In China, we know that Gree is the 
representative of such companies, as it takes such a strategy. It is No.l air conditioner 
maker in China and outperforms any other companies in the sector. 
Another expansion strategy is more widely adopted by Chinese companies. Most of 
the large companies prefer to adopt such a diversification strategy to expand either in 
related businesses or in unrelated businesses. We can find numerous cases in which 
business operations involve manufacturing, real estate, finance, etc. On the one hand, 
they can grow very fast and make a lot of money. On the other hand, they can also 
easily get into financial trouble and even go to the brim of bankruptcy. Haier Group is 
usually considered as a successful representative of those companies. It has grown 
from a small factory into one of the biggest groups with its broad and huge range of 
businesses. It is the second largest manufacturer in white goods household appliances 
in the world. 
It is not easy to say which strategy is better without considering the different 
situations. Through an analysis of Haier's financial data, we can have a better 
understanding of its diversification strategy in the later part of this chapter. 
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3.1. Diversification History 
Haier's earliest diversification began in 1988 when it bought a small local 
electroplating company, which was later turned into a microwave company. In 1991, 
having established itself as a national brand in the refrigerator market, the ambitious 
Qingdao General Refrigerator Factory started the second phase of strategic 
developmentdiversification into other fields of the home appliances industry. 
From 1991 to 1998, Haier undertook a total of eighteen mergers and acquisitions 
across the country. The company usually entered into joint ventures or strategic 
partnerships in which Haier controls the majority of the share. Meanwhile, some of 
those acquisitions were described by Zhang Ruimin as “catching the stunned fish，’， 
which means to take over those enterprises with good products, facilities, equipment, 
or distribution channels, but with poor management to make profits. In such cases, 
Haier turned the acquired companies into of its wholly owned subsidiaries. 
Two such "stunned fish" were the Qingdao Air Conditioner Plant and the Qingdao 
Freezer General Plant, both in financial trouble, with dwindling sales and under fierce 
competition in 1991. 
A year later, the Qingdao General Refrigerator Factory was renamed “Haier Group", 
which has been used ever since. Refrigerators, air conditioners and freezers became 
the three major profit centers of then newly formed Haier Group. 
Benefiting from the IPO in November 1993, Haier was moving forward at an 
amazing speed and had been know as one of the largest Chinese manufacturers of 
household appliances by 1995, with annual revenues hitting 4.33 billion RMB. 
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Haier further diversified into the washing machine industry in 1993 through 
establishing Haier-Merloni Washing Machine Company - a joint venture with an 
Italian appliance maker. The joint venture produced 713,000 units of washing 
machines in 1994 and became a new profit center for the group. 
In order to survive and further develop in the newly entered washing machine market, 
Haier's management hoped to increase production capacity through M&As. In 1995, 
Haier took over the Red Star Electric Appliance Company, a local company which 
had been one of the top three washing machine manufacturers in China, but was 
facing bankruptcy due to its poor management. With the arrangement of the 
municipal government officials who are concerned with possible unemployment and 
social instability incurred by the bankruptcy, Haier paid without a Penny for the 
acquisition and successfully enlarged its production capacity and market share in the 
emerging washing machine market. 
An early example of entering joint ventures with other partners to enhance Haier，s 
position in the industry into which it newly diversified can be found in the case of the 
Wuhan Freezer Company of Hubei Province. In December 1995, Haier purchased 
60% of the company's share, becoming its largest owner. This model was duplicated 
in March 1997, when Haier invested in the ailing Shunde Washing Machine Factory 
in Guangdong Province, to form Shunde-Haier Electric Ltd., producing washing 
machines. 
In June 1997，a joint-venture contract was signed between the Qingdao Hair Air 
Conditioner Company, Ltd. and the West Lake Electronics' Xisha Electric Company, 
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Ltd. to produce large-screen televisions. This is the first time the company entered 
into the television producing industry. In December, another "stunned fish"一 
Huangshan Electronics Group, a loss bearing television producer—was taken over by 
Haier, and was renamed 'Haier Hefei Electronics". By the end of October 1998, Haier 
ranked fourth in China's TV market, with a 9.8% market share. 
Besides diversifying into different home appliances industries, Haier also attempted 
to reap more profits by entering fast growing industries such as the pharmaceutical 
and IT industries which include mobile phone manufacturing, PC manufacturing, 
software design, E-commerce, and network appliance design and manufacturing. 
Haier entered the pharmaceutical industry in 1996 by investing RMB90 million and 
taking over a local pharmaceutical company~Qingdao No.3 Pharmaceutical 
Factory~in the next year. 
In December 2002, New York Life Insurance Company announced it had launched 
operations of its joint venture life insurance company, Haier New York Life, in 
Shanghai. For the first time, Haier entered the insurance industry as a home appliance 
manufacturer. Before the cooperation with NYLIC，Haier had attempted to diversify 
into the financial sector by holding shares of a local commercial bank~Qingdao 
Municipal Bank, a trust managing company~Anshan Trust, and an investment 
company—Changjiang Security. 
Haier also vertically diversified into R&D and logistics sectors by launching wholly 
owned or joint venture business units. It also collaborated with Chinese Academy of 
Sciences, the General Bureau of Broadcasting and Television, and Beijing University 
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of Aeronautics and Astronautics respectively in engineering plastic material research, 
digital technology development and software design. Theses sectors are all highly 
relevant in terms of improving the company's technological competences and fueling 
its development in the long run. Haier's logistic arm was established in 1999 by 
integrating company's purchasing and warehousing functions. From servicing only 
internal customers during the beginning years, Haier Logistics are aiming at 
delivering overall logistics solutions both to the internal and external customers. 
3.2. Benefits & Motives of Diversification 
By diversifying into different industrial segments or groups, Haier could benefit from 
the following aspects. 
Achieving economies of scope 
Available to companies operating in multiple industries or product markets, 
economies of scope are cost savings that the firm creates by successfully transferring 
some of its capabilities and competencies that were developed in one of its businesses 
to another of its businesses. 
The transferring of a company's capabilities between its businesses can be further 
divided into tangible resources transferring and less tangible resources transferring 
which are featured by sharing activities and transferring core competencies 
respectively. 
Back to Haier's case, the company shared its activities of purchasing, transportation 
and warehousing among its SBUs by integrating its logistics functions across all 
SBUs and controlling all materials flows into different manufacturing BUs. By 
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diversifying into the logistics business, the company could reduce purchasing and 
logistics costs and thereby enhance the profitability of the company as a whole. 
Moreover, by diversifying into different home appliance segments, the company 
could share its marketing and distribution channels among businesses. For example, 
the company does not need to open new outlets to sell its washing machines and 
water heaters; instead, it could display all these products along with its refrigerators 
and freezers within the same shop. By doing so, the company can significantly reduce 
costs in terms of rents and salaries, and consequently increase profits. 
As we have mentioned above, another means for Haier to create values through 
gaining economies of scope is to transfer intangible capabilities and competencies 
from one business to another. There are some major capabilities which could be 
shared among Haier's SBUs. 
a) Management know-how 
As a refrigerator manufacture when initiating diversification strategy at the beginning 
of 1990s, Haier had already been in the household refrigeration industry for around 
seven years. During that period of time, its ambitious management team had turned a 
small factory which faced bankruptcy into a well-known refrigerator manufacturer. 
The company's future growth would be hindered if economies of scope could not be 
achieved since the management know-how of Haier could not be fully utilized if the 
product line of the company was limited to a single industrial segment. After merging 
into the local freezer and air conditioner manufacturer, Haier could apply its 
19 
management skills and operational expertise obtained from the household 
refrigeration sector into newly acquired businesses and therefore achieve economies 
of scope without learning from zero. Similarly, its later diversification into other 
related home appliance segments can also achieve cost saving and value added effects 
through sharing management know-how across the company's SBUs. 
b) Brand name resource 
Haier had become a well-recognized domestic home appliance brand by the 
beginning of 1990s. The value of the Haier brand could be leveraged if the firm 
diversified into other businesses, especially into those highly related industrial sectors. 
Consequently, there is no need to spend extra time and resources to develop a new 
brand name. Therefore, cost saving effect of brand development could be achieved, 
and the value of Haier brand could be increased through the company's 
diversification. 
c) Corporate culture 
Haier's corporate culture is very distinguished compared with that of other Chinese 
firms. Some special features of Haier's corporate culture include: 
Enjoying a sense of pride and honor 
people at Haier, from assembly line workers to managers at all levels, take great pride 
in working at Haier. They pride themselves on the products they make, and are 
awarded respect when they interact with customers and suppliers. 
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Emphasizing creativity and innovation 
Haier encourages creative thinking and technological innovation at all levels. 
Workplace operators often come up with small innovations to improve the efficiency 
of certain equipments, and, in many cases, the innovations will be named after the 
innovators. 
Seeking excellence and doing one's best wishes 
At Haier, everyone is expected to do his or her best to reach the highest level of 
professional competences. Many stories tell how workers and engineers take their 
spare time to work out methods which may improve the productivities or customer 
satisfactions. 
Striving for sincerity and eternity 
At Haier, customer satisfaction is achieved at any cost. Sincerity and eternity, the 
company's motto, appropriately reflects the intention that the Haier people offer best 
products and services to their customers. 
Through diversificating into a new business area, Haier could share its corporate 
culture with more internal and external customers, and therefore, add value to the 
company as a whole. Its successful cases of acquiring the washing machine 
manufacturer Red Star, and of establishing Shunde Haier well demonstrated how 
economies of scope has been achieved through diversification and acquisition, and 
more importantly, how well Haier culture has been shared among these newly 
acquired BUs. 
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strengthening market power 
One approach for a firm to gain market power is to undertake multipoint competition 
with its competitors through diversification. 
During the growth period of Haier, many domestic and multinational home appliance 
manufacturers have competed fiercely in China market. Some major rivals of Haier 
such as Matsushita, Sony and Philips have simultaneously produced and sold various 
home appliances other than refrigerators. Haier's diversification into the air 
conditioners, washing machines, TV sets and other home appliances sectors allowed 
it to compete more equally with those multinational giants in multiple sectors. 
Another approach to obtain market power is to vertically diversify into backward or 
forward industries. As we mentioned before, Haier's diversification into the logistics 
industry could be considered an effective approach to enhance its market power. 
Similarly, the company backward integrated into new material development sector 
and forward integrated into the e-commerce industry could also strengthen its market 
power through streamlining the value chain, saving its operations, avoiding market 
costs and even protecting its technologies from imitation by rivals. 
Securing future growth 
As some of industrial segments in which Haier is involved become more and more 
mature, there is little space for the company to grow if it does not consider 
diversifying into other sectors which posses a higher growth potential. Its decision to 
undertake unrelated diversification into the PC and mobile phone industries in late 
1990s is to avoid the fierce price war and increasingly declining profits of the 
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traditional home appliance industries and to seek for opportunities and growth 
potential entitled by emerging IT sectors. 
In sum, Haier has benefited from its diversification since it has achieved economies 
of scale and scope through sharing tangible and less tangible resources, enhanced its 
market power through undertaking multipoint competition with rivals and through 
vertical integration, and secured its future growth through diversifying into industries 
with higher growth potentials. 
3.3. Related and Unrelated Diversification 
Haier has diversified into both related and unrelated businesses using related linked 
diversification strategy. 
As a mix, a related and unrelated diversifier, Haier has diversified not only into 
different industry segments (identified four-digit level of SIC codes) but also into 
different industry groups (identified two-digit level of SIC codes). 
The SIC system is found as an appropriate vehicle to assess the relatedness of 
diversification undertaken by individual companies. We will appraise Haier's 
diversification using the SIC system. 
We first list the major industrial sectors that Haier has entered and the correspondent 
SIC codes of these specific industrial segments. 
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Table 3.1: 
Industrial segment description SIC code 
Refrigerator cabinets, household, manufacturing 3632 
Freezers, home, manufacturing 3632 
Air-conditioning units, complete, manufacturing 3585 
Washing machines, household, manufacturing 3633 
Television receiving sets, manufacturing 3651 
Dish washing machine, household, manufacturing 3639 
Water heaters, household, manufacturing 3639 
Vacuum cleaners, electric, household, manufacturing 3635 
Personal computers, manufacturing 3571 
Cellular radio telephones, manufacturing 3663 
Water closets, plastics, manufacturing 3088 
Kitchen cabinets, wood, to be installed, manufacturing 2434 
Pharmaceuticals, manufacturing 2834 
Trust companies, non-deposit* 6091 
Banks, commercial, state* 6022 
Security brokers 6211 
Insurance Agents 6411 
Insurance Carriers, life 6311 
Software programming 7371 
Warehousing, general 4225 
Trucking, except local 4213 
Note: *No exactly matched categories due to the difference between US and Chinese economic system. 
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As mentioned before, the industrial segments that share the same first two digits of 
codes belong to the same industrial group. And diversification across such industrial 
segments is regarded as related diversification. Conversely, diversification across 
industrial segments with different first two digits of codes could be considered 
unrelated diversification. 
According to above criteria, Haier has diversified into a total of 11 unrelated 
industrial groups based on the sample industrial sectors listed in Table 3.1. The 
company's core business area is the group 36, which mainly consists of 6 different 
industrial segments including household refrigeration facilities —refrigerators and 
freezers—manufacturing (3632), household washing machine manufacturing (3633), 
electric vacuum cleaner manufacturing (3635), kitchen appliances such as dish 
washer and water heaters manufacturing (3639), television receiving sets 
manufacturing (3651), and cellular phones manufacturing (3663). We can find most 
of major profit centers in terms of industrial sectors such as manufacturing of 
refrigerators and freezers, washing machines, and other home appliances are included 
in this SIC group except air-conditioning units (3585). As the biggest Chinese home 
appliance manufacturing, Haier has undertaken most of its related diversification 
within the group 36 featured by various home appliances. Considering the similar 
core technologies, management know-how, customer base and marketing channels 
shared by refrigeration and air-conditioning, we have regarded Hair's diversification 
into the air-conditioners sector as a related one rather than an unrelated one though 
air-conditioning manufacturing belongs to another industrial group, Group 35. The 
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discrepancies underlying this issue may lie in the different economic environments 
between the US and China. 
Meanwhile, Haier has undertaken many unrelated diversification across different 
industrial groups such as PC manufacturing in Group 35, water closets and kitchen 
cabinets in Group 30 and Group 24 respectively, pharmaceuticals in Group 28, 
logistics including trucking and warehousing in Group 42, software programming in 
Group 73, and financial service such as trust company, banking, security brokerage 
and insurance which belong to Group 60, 62，63 and 64 respectively. 
3.4. Outcomes of Related and Unrelated Diversification 
As we mentioned before, Haier could benefit a great deal from its diversification. 
Being ranked the first of the top 100 Chinese electronics and IT enterprises in 2003, 
Haier realized revenues of RMB71.1 billion and profits of RMB2.7 billion. It is the 
diversification strategy that prevents it from the risks of putting eggs in one basket 
and allows it to gain high growth potentials that drive the firm to grow stably and 
prosperously. 
In order to further assess the effectiveness of Haier's diversification strategy, we 
hereby analyze the related and unrelated diversification separately as Haier has 
diversified using a related linked strategy. 
Related diversification 
From the beginning of 1990 to the end of 1997, Haier diversified into some related 
businesses. Most of these diversifications are successful. Among these diversified 
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businesses, those that manufacture refrigerators, air conditioners, freezers, washing 
machines, color TV sets, microwave ovens and mobile phones are ranked comparably 
high in terms of production capacity, revenues and market shares."^ Specifically, the 
market shares of its refrigerators, freezers, air conditioners and washing machines are 
all ranked in the top three in China market. Although the company's performance on 
the TV business is not as satisfactory as on the aforementioned product lines, its 
growth potential is optimistic since it has possessed some advanced technologies in 
high end color TV manufacturing. At the same time, Haier mobile phone business is 
expected to experience a high growth given the huge potential and high growth of 
China's telecommunication market. 
One of the major reasons for Haier's success in related diversification lies in its 
successful transferring and sharing of the company's core competencies and 
operational activities. Since these industrial segments are highly related, it is 
relatively easier for Haier to implant its corporate culture, leverage its brand 
influences and management know-how, and integrate its input and output processes, 
thus achieving economies of scope, saving costs and adding values to the company as 
a whole. 
At the same time, we note that most of Haier's acquisitions over 1991-1997 occurred 
at the time when the Chinese government was striving to undertake ownership reform 
in some loss bearing SOEs. Haier acquired some high-quality assets but paid 
substantially low prices. As these acquired assets are only "stunned fish" rather than 
4 http://e-finet.com/research/c_HeungKongStory 
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“died fish，，，Haier has revived them by implanting its advanced management expertise 
rather than by injecting financial resources. This cost saving diversifications and 
acquisitions are crucial for Haier's expansion and development. However, it is 
difficult to duplicate even for itself in the following years. 
Unrelated diversification 
As Table 3.1 indicates, Haier has undertaken a series of unrelated diversification into 
the sectors such as pharmaceuticals, PC manufacturing, software programming, 
logistics, kitchen and water closet equipment, and even banking and insurance. Very 
few of these diversification are profitable at least at this current stage. 
Haier's pharmaceuticals business is still suffering losses after launching it more than 
seven years ago. Its finance business is also problematic and Haier has announced it 
would step out from some of the businesses. 
Haier entered the PC industry in 1998, but it withdrew from the PC market at the end 
of 2002 after unsuccessful channel restructuring. Now Haier has cooperated with a 
Taiwan OEM PC manufacturer and re-enters the market with new product lines. 
However, the effects cannot be accurately assessed due to the lack of data. 
The major issue for Haier's diversification into unrelated businesses is the difficulties 
to transfer its core competencies and to share its operational activities. As its 
originally possessed management know-how is too different to be utilized in the 
newly entered industries, its brand name is less recognized within the industries into 
which it diversified from the consumers' perspectives, and its operational activities 
are hard to be shared. It is unsurprising for us to find that Haier cannot easily 
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duplicate its former successful models when diversifying into the pharmaceutical, PC 
manufacturing, finance services and other unrelated industries. 
Below, we will use some financial data to further analyze Haier's diversification and 
internationalization strategy: 
3.5. Financial analysis of Haier's diversification 
Due to limited information, we can make a brief analysis of its financial performance. 
However, this study can still provide an important indication of how well Haier has 
performed in corporate diversification. 
Table 3.1: Financial data of diversification for Qingdao Haier 
(Unit: 10 thousands) 
Little home appliance and 
Refrigerator Freezer others Air conditioner 
Profit Profit Profit Profit 
Year Revenue Profit Revenue Profit . Revenue Profit Revenue Profit 
Margin Margin Margin Margin 
1999 328,313 32,228 9.8% 51,507 3,583 7.0% 43,777 2,139 4.9% _ - _ 
2000 317,777 58,810 18.5% 60,387 14,389 23.8% 104,674 14,850 14.2% - - " 
2001 352,612 65,387 18.5% 68,619 11,003 16.0% 150,166 19,114 12.7% 572,785 94,868 16.6% 
2002 427,894 64,511 15.1% 48.931 4,339 8.9% 141,809 16,772 11.8% 536,718 63,231 11.8% 
2003 333,082 63,376 19.0% 79,394 11,728 14.8% 156,783 20,875 13.3% 599,579 73,879 12.3% 
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Table 3.2: Profit margin for consolidated financial statements for Qingdao Haier 
(Unit: 10 thousands) 
1999 2000 2001 2002 2003 
Revenue 397,427 482,838 1,144,182 1,155,352 1,168,837 
Operational profit 36,085 37,060 98,733 65,217 60,748 
Profit margin 9.08% 7.68% 8.63% 5.64% 5.20% 
Note: All data collected from Qingdao Haier's annual reports. There is no detailed data for year 1993 to year 1998. 
We can consolidate the two tables and make some comparison of the profit margin. 
Table 3.3: Comparison of the profit margin 
1999 2000 2001 2002 2003 
Total Profit Margin 9.08% 7.68% 8.63% 5.64% 5.20% 
Refrigerator 9.8% 18.5% 18.5% 15.1% 19.0% 
Freezer 7.0% 23.8% 16.0% 8.9% 14.8% 
Air-conditioner - • 16.6% 11.8% 12-3% 
Small H o u s e h o l d Appliances and Others 4.9% 14.2% 12.7% 11.8% 13.3% 
Further more, the comparison can be illustrated by intuitive chart as follows: 
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Chart 3.1 comparison of the profit margin of Qingdao Haier 
profit margin 
25%i 卜 ^ 
� • refrigerator 
B^ e z e r • air conditioner •o thers 
1999 2000 2001 2002 2003 
From the above tables and charts, we can observe some important facts: 
(1) The total profit margin for the whole company's main business has decreased year 
by year. The highest margin was 9.08% in 1999，but it decreased to 5.20% in 2003, a 
42.7 percent of decrease over the four years. 
(2) Regardless of the abnormal data in 1999, the profit margin for its main product 
refrigerator is relatively stable and higher than that of other products. The profit 
margin of its complementary product freezer is fluctuating and remained relatively 
high. Also, the profit margin for other products is stable but lower. While the profit 
margin of air conditioner lied somewhat between, it decreased from 16.6% in 2001 to 
12.3% in 2003，a 26 percent of decrease over the two years. 
(3) For refrigerator, the revenues remained stable over the five years, RMB3.28 
billion in year 1999 and RMB3.33 billion in 2003. All other products' revenues were 
increasing though their profit margin was lower than refrigerator's. Especially the 
revenue of air conditioner was becoming the major profit source of the whole 
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company. In 2003, its revenue was RMB5.59 billion, 68 percent as high as the 
revenue of the refrigerator, which is 3.33 billion. 
Some conclusions on the relationship between diversification strategy and 
performance can be drawn from the above observations. 
(1) Unrelated diversification strategy is not that successful. The profit margin of its 
main product refrigerator remained stable but its total profit margin was decreasing 
because of its unrelated diversification. 
(2) All the profit margin in Table 3.3 for the four product categories is higher than the 
total profit margin, so we can infer that there are some other businesses excluded in 
the annual reports and the profit margin must be even lower than the total profit 
margin, thus indicating even worse performance as a result of unrelated 
diversification strategy. 
3.6. Financial analysis of Haier's internationalization 
From the annual reports, we can find that Qingdao Haier refrigerator international 
company, one subsidiary of Qingdao Haier, mainly produces for exports. So we can 
simply compare the financial results of this subsidiary with its parent company, 
whose businesses are mainly in the mainland to show how well Qingdao Haier 
operates in its internationalization. 
Since the parent company also exports some products, the comparison will not be 
very accurate. As the parent company and the subsidiary are both producing 
refrigerators, the comparison made can be quite reasonable. 
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Table 3.4 Comparison of the financial results on Haier's internationalization 
(Unit: 10 thousands) 
1998 1999 2000 2001 2002 2003 
Data for the mother company (Qingdao Haier company) 
Revenue 199,295 199,599 220,437 273,989 305,764 253,498 
Net profit 18,722 22,266 15,778 13,381 10,832 5,882 
Profit margin 9.39% 11.16% 7.16% 4.88% 3.54% 2.32% 
ata for the sub-company (Qingdao Haier refrigerator international company) 
Revenue 59,275 59,310 86,149 80,071 88,224 74,555 
Net profit 1,750 2,142 1,368 2,118 281 201 
Profit margin 2.95% 3.61% 1.59% 2.65% 0.32% 0.27% 
Note: All data collected from Qingdao Haier's annual reports. 
The comparison can be intuitively illustrated by the following charts. 
350,000t^ — 丨 11 Parent Company I 
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Chart 3.2: comparison of the revenue of the parent company and the subsidiary 
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Here is another chart for the comparison. 
Chart 3.3 comparison of the profit margin of the parent-company and 
subsidiary 
12% -f " " “ n . P arent Com pany 
I ' ' ' - ' ---' '-"•-,； --':- I •Subsidiaries ” : ' ' •'丨 n ‘ • 
1998 1999 2000 2001 2002 2003 
We also found some financial data for domestic and overseas sales. They are more 
accurate. 
Table 3.5 comparison for domestic and overseas sales in year 2002 and year 2003 
(Unit: 10 thousand) 
2002 Domestic Overseas 
Revenue 1,013,492 ⑷，動 
Profit 141,474 7,377 
Profit margin 13.96% 運。 
2003 Domestic Overseas 
Revenue 1，000,537 168,300 
Profit 163,226 6,632 
Profit margin 16.31% 3.94% 
Note: All data collected from Qingdao Haier's annual reports. 
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(1) The revenue for the parent company and its subsidiary was stable and only 
increased by less than 30 percent over 5 years. The ratio of parent to the subsidiary's 
revenues also remained stable. 
(2) The profit margin of the parent decreased significantly, from 9.39% to 2.32% over 
the five years. The profit margin for the subsidiary also decreased by 91 percent over 
the five years from 2.95% to 0.27%. 
(3) The profit margin was much higher for its domestic business than for its overseas 
one. 
It seems that the company was subsidizing export from the profits made in the 
domestic market. Internationalization helps to expand its sales geographically, but 
cannot produce profits accordingly. 
3.7. Possible Reasons 
As indicated previously, Qingdao Haier has failed to earn profits in its foreign 
expansion. What are the main reasons? Being considered as a successful company, it 
has been questioned how the failure happened. 
(1) The objective of the company is not consistent with that of public investors. We 
can also learn from the news and the talks delivered by the company's leaders that the 
objective of the company is mainly to expand as much as it can. Although profits 
were decreasing, it would still keep expanding only if it is positive. Zhang Ruimin has 
once said that “we have to grow into one of the 500 largest companies in the world". 
If the cash flow can continue to support its operations of the company, it will further 
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expand regardless of when it can produce profits. 
But for public investors, what they care most is the dividend and the stock price. So 
we can see that the objective for the two parties is really inconsistent. The company's 
strategies are not based on the maximization of the public investors' interests. It won't 
be strange that the company's expansion is not welcomed from the perspective of 
public investors. 
There are some evidence to testify the inconsistence between the company and the 
public investors. 
Publicly listed in Shanghai stock exchange in 1993, Qingdao Haier made some 
seasonal issues in year 1995, 1997, 1999 and 2001 respectively, and obtained 3.6 
billion RMB from the pubic investors. The total dividends paid to the public investors 
in 7 times are 328 million RMB, only 9.2% of the capital invested. If we consider 
the possible convertible debt of 2.6 billion RMB, the accumulated dividends for 
public investors would decrease to only 5.80% over the eight years (the data were 
available before 2002 and from http://business.sohu.com/). 
By contrast, the Haier group obtained much more dividends from the listed Qingdao 
Haier. The group invested only 104 million RMB into Qingdao Haier before its IPO, 
but the total dividends received before year 2002 were 461 million RMB. The total 
rate of return is 439.21%, 47.74 times as high as the rate of return for the public 
investors. 
Although the profit margin is decreasing year by year, the Haier group has obtained 
huge amount of money from the listed Qingdao Haier. 
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(2) As Qingdao Haier lacks core technologies, its profit margin is squeezed by the 
upstream suppliers and downstream companies such as distributors. The key 
component in air conditioner and refrigerator is compressor, which is controlled by 
some foreign suppliers. So the great portion of profits is deprived by those suppliers. 
Also, the distributors are gaining more bargain power than the manufacturers. As a 
mere producer, its profit margin will be very thin. 
(3) The diversified businesses are not closely related and thus cannot take advantage 
of scale of economies. From the annual reports, we can find that Qingdao Haier has 
not only diversified into some relevant industries such as air conditioners and 
refrigerators, but also into some irrelevant industries such as little small home 
appliances, plastics component and intelligent electronics, etc. Unrelated 
diversification will distract the resources from its main business. 
(4) Possible profit transferred by related party transactions 
Since most products are sold by related parties and most materials are purchased by 
related parties, theoretically, it is very easy for the company to manipulate the profit 
margin. We cannot find this from the financial statements, so we can only guess that it 
is a possible reason for the decreasing profit margin for Qindao Haier company. On 
the one hand, we notice that Haier Group keeps investing substantially in industries 
such as IT, mobile phone, intelligent robot and finance, as the main profit source, 
Qingdao Haier should transfer a huge amount of cash to meet parent group's need. 
(5) Questionable purchasing of the assets from Haier Group 
We can also assess the purchasing of Haier air-conditioner company in 2001. Qingdao 
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Haier paid 2 billion RMB for 74.5% of shares. The Haier Group obtained the cash 
from the listed company, but what the listed company got as payoff? Some data can 
provide a useful clue. First, in the 2001 annual report, the profit margin for Qingdao 
Haier air conditioner company was only 16.89%，far below Mei di's 25.69% and 
Gree's 21.89%. Second, the tax rate for Qingdao Haier is 15%, but the tax rate for the 
purchased air conditioner company is 33%, so the tax burden for Qingdao Haier 
became much heavier after the acquisition. Third, the cash paid out will be allotted in 
ten years, which is also a heavy burden for the listed company. Fourth, the profit 
margin of air conditioners is lower than that of refrigerators, which is the previous 
main business for the listed company. But after the acquisition, the air conditioner is 
the biggest mainstay in the listed company. So we can suspect the motivation of the 
purchasing of the air conditioner business. 
Also there are some reasons due to the outside business environment. 
(1) Fierce price war 
Another reason for the failure is that there exists more and more fierce competition in 
the industries in which Qingdao Haier is involved. Surplus of supply, similarity of 
products, lack of product research and lack of marketing capability giver rise to high 
costs and price war, and the final outcome is the low profit margin. Since there is little 
good investment opportunity and the existing costs are too high, they have to stay in 
the original industries and bear the decreased profit margin. 
(2) Much more restrict business environment 
Before the 1990s, if the producers could produce the products, they could sell them 
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easily and make huge profits. But nowadays, the business environment is totally 
different. 
First, companies find it harder to build their brand names. Some brands are 
considered as famous only because they used to be better than their competitors in a 
certain aspect before, but it is hard to tell which is better right now even they all are 
improved. 
Second, customers are becoming more realistic. They choose a company's products 
not only because of its brand name, but also of many other aspects such as price, 
quality, delivery, after-sales service and the promotion policy. 
Third, More companies are producing similar products and most of them are equally 
strong. No one can easily gain the advantageous position. With the occurrence of a 
single mistake, the company can be defeated by others. 
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CHAPTER 4 
CONCLUSION AND SUGGESTONS 
Conclusion 
Haier's corporate strategy is mainly a related linked one which indicates that the 
company has undertaken a mix of diversifications including both related and 
unrelated. It has succeeded in most of its related diversification, and many related 
industries into which it diversified have become important profit centers of Haier 
Group, and some of related businesses could be highly potential though they do not 
generate a huge sum of earnings for the company currently. 
Conversely, some unrelated diversifications undertaken by Haier are problematic 
since it is difficult for Haier to transfer its core competencies and share its operational 
activities among those unrelated businesses. 
Haier's diversification is crucial to its economies of scope as well as to its future 
growth. When considering unrelated diversification, however, the company should 
put more emphasis on controlling costs, gaining management expertise form both 
internal and external sources, and extending and redeveloping its core competences in 
aligning with its diversified business sectors. 
Suggestions 
In this report, we have reviewed Haier's history as well as its growth process. We also 
try to use the diversification theory to analyze its expansion strategy with a detailed 
analysis of the performance of Qingdao Haier, which is the publicly listed company. 
From the above analysis, we are surprised by the findings. Haier is not as good as we 
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have heard of or expected. Although the government tries to set it as a sample for 
other Chinese companies to follow, its performance is not highly satisfactory. Its 
stock price is also underperformed when compared to the Shanghai A share index. Its 
profit margin kept decreasing though its revenues grew quite fast. Until now, its 
international performance is also not as good as what it said to be. 
Haier is only a typical example of many large Chinese companies, which look quite 
good at the first glance. However, its unsatisfactory performance does not necessarily 
mean that Haier has done a bad job. We would rather consider the whole situation 
from the following two perspectives: 
First, under China's specific business environments, Haier has done pretty well. The 
government wants Haier to become larger and larger so as to increase the GDP and 
hire more and more workers. All Chinese companies lack core technologies and have 
to compete with foreign companies and among themselves using price war. How can 
we expect companies like Haier to perform as those do in industrialized countries. 
Second, from the perspective of development, we would rather regard the current 
unsatisfactory performance as only the necessary step for its progress. Companies like 
Haier will become stronger and stronger. Dancing with wolves in the world wide will 
eliminate some weak companies but also will make some of them giants. 
Applications to Haier and Haier-like companies 
This project does not aim to disclose the weaknesses of Haier or Haier-like companies. 
Through the analysis, we can find that Haier or Haier-like companies can improve 
themselves by taking some actions: 
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(1) Continue to diversify into unrelated areas. Although Haier did not perform very 
well at this stage, it is not necessarily mean that Haier should give up the previous 
move. As we go back to see Fortune 500 companies, they had encountered the same 
situation when they were developing. If Haier didn't use unrelated diversification 
strategy and just stands in its related limited business circle, it would be very difficult 
for it to expand and to withstand the even more fierce competition in nowadays 
worldwide economic environments, not even to say listed in the Fortune 500. 
(2) Change the mindset of the company's leaders. One is that they should focus on the 
maximization of stockholders' benefits especially the benefits of those public 
investors'. Otherwise no company will be trustable and the company concerned will 
find it harder to raise funds from the stock market for further development. Another is 
that the leaders should know that a stronger company will be much better than a 
larger one. Anyway, a stronger company will be likely to grow larger but a larger may 
not be strong. 
(3) Reform the reward systems to solve the dilemma between principal and agent. By 
using stock options and performance dividend, the enterprisers and managers who 
have done good job will get a reasonable compensation. A good reward scheme will 
make the managers align their benefits with the company's interests or the 
shareholders' interests. 
(4) Revolve the company's governance system. The power of the public investors 
should be strengthened so that they can influence the decision making on important 
strategies. The best way is to cultivate institutional investors instead of individual 
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investors because institutional investors have both power and ability to influence the 
company management team. Also, the company should restructure the internal 
governance system and really empower the control systems. 
(5) Impose more restrict limitations on related party transactions. Also, the related 
party transactions must be reported with detailed information disclosure to the 
supervisory organizations and the public and any intentional violation will be heavily 
punished. 
(6) Create and stick to their unique long-term strategy and develop a firm's specific 
core competencies. During earlier days, it is very easy for a firm to expand and earn 
profits. But now, it has to carefully reposition itself based on its strengths. The firm 
can only grow stronger and larger by differentiating itself from its competitors. 
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APPENDIX 1 
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APPENDIX 2 
Milestones of Haier's market share 
2001-08-02 
US Forbes ranked Haier at the sixth place of the global kitchen appliance makers. 
2001-11-02 
US Appliance: Haier freezer and air conditioner moved up into the top ten in the US 
in sales volume. 
2002-10-10 
Euromonitor issued the rank of market share in the industry of global home-hold 
appliances, and Haier was in the 5th place. Euromonitor also issued the rank of 
branding possession in the industry of global home-hold appliances, Haier's 
refrigerator had great advantage to win the first place, and it is the first world 
branding. 
2003-8 
In August 2003, the latest statistics from world famous company Euromonitor show 
the results that, the rank of market share in the stand-alone refrigerator, Haier 
possesses 35% market shares, and it wins the first prize, and the rate is 1 time higher 
than the second rank. 
2003-8 
In August 2003，the latest statistics from American famous magazine Appliance show 
the results that Haier refrigerator and freezer case are possessed first 3 places in 
American market shares in 2002 
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Milestones of Haier's sales revenue 
99-12-26 
A grand ceremony was held in Haier University to memorize the "Fifteenth Founding 
Anniversary of Haier Group, Haier's Industrial Sales Revenue in 1999 Hitting 
RMB20 billion and the Completion of Haier's Three Industrial Parks and One 
University" 
2000-12-26 
"The 16th Founding Anniversary and the 2000 Haier Global Business Turnover 
Hitting RMB40.6 Billion Development Forum" was held in the newly established 
Haier International Training Center. Up to Dec. 26th, 2000, Haier Group had realized 
a global business turnover of RMB40.6 billion, an increase of 51.5% or RMB13.8 
billion over the previous year, and an export income of RMB280 million，double that 
of the previous year 
2002-12-26 
Haier's global operation value is RMB 711 billion, there are 13 oversea factories and 
the oversea operation value is USD 10 billions. On December 26 2003 American 
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